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KEY ECONOMIC INDICATORS 
(values in million US$, based on current prices, unless otherwise specified) 


(Jan-June) 


4/ Mid 4/ 


Income, Production, Employment 


GNP in current prices 

Per Capita GNP at current 
prices 

Manufacturing 

Construction 

Plant & Equipment Investment 

Avg. 
--2nd Qtr. 

Avg. 

Labor Force (in thousands) 

Avg. Unemployment (%) 


(1970=100) 


Money & Prices 


Money Supply (in June) 
Bank Deposits (in June) 


Prime Interest Rate (end of June) 


Avg. Consumer Price Index 
(in June; 11/72=100) 


Industrial Wages (per week) 


1973 


4,063.5 


1,859.4 
956.5 
284.3 
836.5 


Index of Industrial Production 


167.6 

21.8 
818 

4.5 


1,069.5 
2,329.2 
8.0 


116.2 


5,273.0 


2,376.3 
1,267.1 

400.5 
1,117.1 


177.8 

23.9 
836 

4.0 


1,100.6 
2,515.8 
9.3 


142.6 


Balance of Trade &International Payments 


Exports, F.O.B. 

U.S. Share 

Imports,c.i.f (excl. 

U.S. Share 

Total Trade 

U.S. Share 

Balance of Trade 

Balance of Payments (surplus) 

Foreign Exchange & Gold 
Reserves 


(excl. 


Indonesia) 


Indonesia) 3,577.0 


608.6 
9,025.3 
787.3 
8,602.3 
1,365.8 
-1,448.2 
403.7 


2,329.4 


Ship arrivals (Ship over 75 MT) 18,884 


Cargo Handling (million 
freight tons) 


61.3 


5,897.8 
875.3 
8,502.1 
1,190.9 
14,399.8 
2,066.2 
-2,604.3 
294.8 


2,709.5 
19,617 


60.4 


1975 


NA 


NA 
NA 
NA 
NA 


1,288.4 
2,994.2 
8.0 


147.1 


2,493.6 
322.6 
3,936.5 
656.3 
6,430.0 
978.9 
-1,442.9 
NA 


3,021.6 
9,988 


24.4 


Main Imports from U.S. for the First Half Year 1975 


Electric machinery nes (97.7); 
electric (85.8); 
Generators (33.8); 
motor vehicles 
Chemicals 


1/ Exchange rate: 


2/ Exchange rate: S$2.4 


73-74 74-75 
ZChange %Change 


NA 
NA 
NA 


NA 
NA 


-24.7 


Industrial machinery (92.9); Machines nes 


Iron pipe and fittings 
Fertilizers (29.8); 
(12.5); Office machines (11.3); Chemical products (10.9); 
(10.8); Scientific instruments (9.9); Handtools (9.3). 


S$2.49 = US$1.00 
= US$1.00 


(42.4); Aircraft (42.1); 


Power 


lectric generators (20.2); Road 


3/ Exchange rate: S$2.4 = US$1.00 
4/ % change calculated on 
S$ values 





SUMMARY 


As this is written-in the fourth quarter of 1975, Singapore 
appears likely to be one of the last victims of the world 
recession. Real growth for the year as a whole will pro- 
bably be only marginally better than the flat performance 
during the first six months of the year. The manufacturing 
and foreign trade sectors have been seriously impacted by 
the world recession and the shrinkage in international 
trade. Only fair results in the construction sector, 
facilitated by appropriate fiscal and monetary policies, 
have saved the economy from negative growth. Fortunately, 
considerable progress has been made on the inflation front, 
and unemployment has not become a major problem. 


With the first signs of economic revival in the U. S. and 
possibly in Japan, Singapore is hopeful that a return to 
satisfactory growth lies not too far in the future. However, 
the strength and durability of the recoveries in the U. S. 
and Japan, as well as the timing of an economic upturn in 
Europe, will influence developments here. 


The United States was Singapore's largest trading partner 
during the first half of 1975. American products should 
continue to do well in the local economy and in the region, 
notwithstanding the recent appreciation of the U. S. dollar. 
Investment by foreign firms in Singapore is actively 
encouraged, and substantial inducements are available to 
firms offering capital intensive and advanced technology 
production lines. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Singapore economy was essentially flat during the first 
six months of 1975. Real growth, at only 0.2%, was dis- 
appointing to the Government. Compared, however, with 
declines in real GNP experienced by the U. S., Japan 

and several larger European countries, Singapore's 
achievement is noteworthy. Industrial output in the 

first half declined by 9.1%, the sharpest drop yet 
experienced by Singapore. Although the Government is 
beginning to have difficulty providing jobs for new 
entrants to the labor market, unemployment has not become 

a major problem, increasing only slightly from earlier 
levels to approximately 5% of the labor force. Moreover, 
inflation, as measured by the Consumer Price Index, is 
running at about 3.0% on an annual basis. This substantial 
improvement over earlier periods is due to lower prices for food 
imports and restrictive Government policies. 


The manufacturing sector was a net drag on the performance 
of the entire economy. Most industries, but especially 
export-oriented ones, were in the doldrums. While business 
conditions reportedly improved somewhat at mid-year in the 
textiles, electronics and woodworking industries, relatively 
few of the approximately 20,000 workers retrenched in 1974 


have been rehired; and production levels remain below those 
of last year. 


The shipbuilding and ship repair industry continued to 
perform reasonably well. However, the recession-induced 
imbalance between demand and supply has brought increased 
competition from shipyards in Japan, South Korea and 

Taiwan. The construction and outfitting of oil rigs, 

a standout performer for some time, faces an uncertain future 
in the absence of an early revival of oil exploration 
activities. A downturn has also been experienced by the 


regional oil servicing and support companies headquartered 
in Singapore. 





Perhaps the major contributor to the poor showing of the 
manufacturing sector was the oil refining industry. 

According to Government of Singapore statistics, this 

industry was the only one to record a larger negative 

growth rate in the second quarter of 1975 than in the previous 
quarter. Conditions in the major consuming markets, in 
addition to the loss of the important Vietnamese market in 
April, forced local refineries, with a potential throughput 

of about 1,000,000 barrels per day, to operate at less than 
50% of capacity. 


Tourism continued to be affected by poor economic conditions 
worldwide and increased travel costs, growing by only six 
percent against 14 percent in the first half of 1974. 


Material shortages and higher costs, as well as depressed 
investor confidence, resulted in a decline in the private 
construction sector. Construction activity overall, however, 
was able to register positive growth, due to expanded public 
sector expenditures on housing and infrastructure projects, 
including utilities and port development. 


The banking and financial sector experienced modest growth. 
The number of foreign banks numbered 57 on November 1, up 
from 50 at the end of 1974. Asian Currency Units (ACUs) 
totalled 65 (56). On July 1, 1975, Asian Dollar Market 
assets/liabilities reached $11 billion, an increase of only 
5 percent over the end of 1974. 


Foreign Trade and Balance of Payments 


Considering the decline in world trade volume, a substantial 
decrease in Singapore's trade during the first half of 1975 
came as no surprise. In current prices the value of 
Singapore imports (cif) fell by 6.7% to $3.9 billion. 
Singapore exports plummeted 17.6%, to$2.5billion. The 
United States replaced Japan as Singapore's major trading 
partner, thanks primarily to a 19% increase -- to $656 
million -- in U. S. exports. U. S. imports from Singapore, 
on the other hand, declined by 30%, to $323 million. 





The deterioration in Singapore's trade account, traditionally 
in deficit, did not, however, preclude the achievement of a 
$135 million surplus in the balance of payments. This was 
due to earnings from invisibles, as well as an influx of 
private capital. On July 1, official foreign reserves stood 
at $3.0 billion, up from $2.7 billion at the end of 1974. 


Government Policy 


To stabilize both employment and economic activity, Govern- 
ment fiscal and monetary policies were appropriately 
expansionary throughout the period, but particularly so 
after the beginning of the new fiscal year on April l. 
Total public expenditures rose more rapidly than did 
revenues, thereby halving the overall surplus of the 
comparable 1974 period. This surplus is expected to decline 
further during the balance of 1975. The Monetary Authority 
of Singapore (MAS) in the first half of 1975 permitted the 
money supply to increase at a moderate 14% annual rate. 
Additional measures, such as the abolition of the cartel 


system of interest rate quotation, were introduced by the 
MAS in July to bring about a downward adjustment in money 
market rates and to lower interest rates for commercial 
borrowers. 


IMPLICATIONS FOR THE UNITED STATES 


In some respects 1975 was a watershed for Singapore. The 
evaporation of rapid real growth and the significant decline 
in industrial production coincided with the completion of 
Singapore&S first decade as an independent country. This 
confluence of events brought home to both the Government 

and to the population the realization that the substantial 
and steady growth of the past is unlikely to be repeated. 
This realization comes from an awareness that the impressive 
expansion of the first decade was due in large part to the 
very productive opportunities for expansion of the modest 
infrastructure and industrial base that existed in 1965 and 


the subsequent rapid and almost uninterrupted growth of world 
trade and prosperity. 





As Singapore begins its second decade, its economy is 
relatively mature. Moreover, the world is just beginning 
to emerge from its most serious post-war recession; and the 
small, externally-oriented Singapore economy is unusually 
dependent on developments in its major trading partners -- 
the U. S., Japan, Malaysia, Indonesia and the EC. Asa 
result, GDP growth for all of 1975 may not exceed one 
percent; and the resumption of satisfactory growth is 
conditional on the strength and durability of the incipient 
economic recoveries in the U.S., Japan and Western Europe. 


Approaching the future in a sober and cautiously optimistic 
way, the Government of Singapore remains committed to 

raising the standard of living of the population. Thisis 

to be done by developing Singapore into the services and 
know-how center of the region. But, as in the past, foreign 
trade and investment are to be the motors of Singapore's 
economic growth. To assure achievement of these objectives, 
Singapore is an active proponent of the eventual establishment 
within the Association of Southeast Asian Nations (ASEAN) of a 
free trade area. Such a trade zone, when established, is 
expected to accelerate both intra- and extra-regional trade, 
thereby attracting incremental foreign investment to the region 
and promoting more rapid growth of the member countries -- 
Indonesia, Malaysia, Philippines, Singapore and Thailand. 


Investment Climate 


In line with the desire to harness foreign investment to 
accelerate economic growth, the Government of Singapore 
probably maintains one of the most attractive investment 
climates in the world. There are no significant Limitations 
on foreign equity participation or on the employment of 
expatriatemanagement and technical staffs. To diversify 
and upgrade Singapore's manufacturing sector, a special 
welcome in terms of financial inducements is available to 
those companies engaged in high technology and capital 
intensive lines of production. A sharp decline in new 
foreign investment in 1975 may have helped to make the 
Government somewhat more flexible in applying criteria for 





offering incentives to potential foreign investors. For 
example, pioneer industry status can now be extended for 
an additional five years, up to a maximum of ten years. 


A good educational system and a variety of training programs 
ensure a fairly large pool of skilled personnel. Although 
the recession has almost certainly reduced the real income 

of many in the labor force, local unions at present support 
the Government view that wage increases and bonuses must be 
tied to productivity gains so as not to undermine Singapore's 
competitiveness with other countries in the region. 


Market for U.S. Products 


The remarkable performance of U.S. exports to Singapore 

in the first half of 1975 is the best evidence that can be 
adduced in favor of the competitiveness and attractiveness 
of American products in the region. Singapore's entrepot 
trade (trade in which Singapore's role is largely that of 
a commercial intermediary between producing and consuming 
countries) has declined as a share of total trade (from 
34.5% in 1973 to 27.6% in 1974), but these transactions 
have grown absolutely. Notwithstanding the recent 
appreciation of the dollar relative to that of other 

major currencies, U.S. products enjoy a good reputation 
and should continue to enjoy a large and growing market. 
The most promising product categories are: 


1. Metalworking and finishing machinery and 

equipment. 
Energy and fluid transfer systems. 
Building and construction supplies and equipment. 
Pollution control instrumentation and equipment. 
Packaging equipment. 
Communications equipment and systems. 

- Laboratory instrumentation. 

- Process control instrumentation. 

- Materials handling equipment. 


American firms are encouraged to continue using the facilities 
of the U.S. Regional Trade Center in Singapore to promote their 
exports to the local market and to other countries in South 
East Asia, particularly Malaysia and Indonesia. 
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